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The perceived dominance of the accounting profession by the largest audit firms provides a 
frequent focus for critics of the accounting profession in U.S, U.K, Australia and so in Malaysia. 
This is due to the fact that such market power will lead to market abuse as suggested by 
traditional industrial organizational theory. However, due to competitiveness and dynamics 
structure in audit market, such assumption had been challenged and thus new industrial 
organizational theory had been introduced. The aim of this paper is to provide the current 
situation of Audit market in Malaysia in term of market concentration and specialization in 
general. Apart from Big Four, Group A auditors or mid-tier auditors had been included in the 
analysis. Concentration ratio methods and two types of measurement basis: number of audits 
clients and audit fee size were used.  The results in general were consistent with previous study 
done before such as Ali et al., (2006), Iskandar and Aman (2003) and Ali et al., (2003) that agree 
Malaysia audit market is high concentrated with greater than 60% market share dominance by 
Big Four. In addition to that, the results also had highlighted the existence of Group A auditors in 
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1.1 BACKGROUND OF THE STUDY 
 
Regulators and others in some countries have expressed concern that the domination of 
the audit services by a small numbers of large firms might lead tacit collusion among the 
industry leaders. The domination of these large firms, which is referred as Big four was 
recorded in at least 4 countries e.g., Beattie and Fearnley (1994). However, these big four 
domination in audit market worldwide is not unexpected according to the skill and 
expertise they have developed. Due to this big firm domination, few studies have 
concluded that audit services market exhibits characteristics of an oligopoly (Pound and 
Francis, 1981). One of the characteristics of an oligopoly as stated by many economist is 
the ability to collude. As defined by Sammelson and Nordhous (1992), collusion is an 
agreement between different firms to corporate by raising prices, dividing markets or 
otherwise restraining competition. One of the ways to collude is by merging or forming a 
cartel.1 
Given the merger between two big six firms in 1998 and the demise of Arthur 
Andersen in 2002, it is believed that the market concentration for audit services is higher 
                                                          
1
 A cartel is a formal agreement among firms in an oligopolistic industry. Cartel members may agree on 
such matters as prices, total industry output, market shares, allocation of customers, allocation of territories, 
bid-rigging, establishment of common sales agencies, and the division of profits or combination of these. 
(OECD glossary of statistical terms). 
 
The contents of 







Abidin, S. (2006). "Audit market concentration and auditor choice in the UK." 
  
Abidin, S., V. Beattie, et al. (2010). "Audit market structure, fees and choice in a period  
of structural change: evidence from the UK-1998-2003." British Accounting 
Review 42(3): 187-206. 
  
Abidin, S., V. A. Beattie, et al. (2010). "Audit Market Structure, Fees and Choice 
following the Andersen Break-up: Evidence from the UK."  
  
  
Ahmad, A. C., K. A. Houghton, et al. (2006). "The Malaysian market for audit services:  
ethnicity, multinational companies and auditor choice." Managerial Auditing 
Journal 21(7): 702-723. 
  
Beattie, V. and S. Fearnley (1994). "The changing structure of the Market for Audit  
services in The UK--a Descriptive Study." British Accounting Review 26(4): 301-
322. 
  
Beattie, V. and S. Fearnley (1998). "Audit market competition: auditor changes and the  
impact of tendering." British Accounting Review 30(3): 261-289. 
  
Beattie, V., A. Goodacre, et al. (2003). "And then there were four: A study of UK audit  
market concentration-causes, consequences and the scope for market adjustment." 
Journal of Financial Regulation and Compliance 11(3): 250-265. 
   
Broye, G. and L. Weill (2008). "The Effects of Concentration on Competition and  
Efficiency: Some Evidence from the French Audit Market." Working Papers of 
Large Research Center (Laboratoire de Recherche en Gestion et Economie). 
  
Craswell, A. and S. Taylor (1991). "The market structure of auditing in Australia: The 
role of industry specialization." Research in Accounting Regulation 5(1): 55–77. 
  
Craswell, A. T., J. R. Francis, et al. (1995). "Auditor brand name reputations and industry  
specializations." Journal of Accounting and Economics 20(3): 297-322. 
  
Doogar, R. and R. F. Easley (1998). "Concentration without differentiation: A new look 
at the determinants of audit market concentration." Journal of Accounting and 
Economics 25(3): 235-253. 
  
  
Dunne, T., S. D. Klimek, et al. (2009). Entry, Exit, and the Determinants of Market  





Francis, J. R. and D. J. Stokes (1986). "Audit prices, product differentiation, and scale  
economies: Further evidence from the Australian market." Journal of Accounting 
Research 24(2): 383-393. 
  
Francis, J. R., D. J. Stokes, et al. (1999). "City Markets as a Unit of Analysis in Audit  
Research and the Re Examination of Big 6 Market Shares." Abacus 35(2): 185-
206. 
  
Hogan, C. E. (1997). Industry specialization by auditors, Vanderbilt University. 
  
Kallapur, S., S. Sankaragururswamy, et al. (2010). Audit market competition and audit 
quality, Working Paper. Indian School of Business. 
  
Kaplan, S. E., K. Menon, et al. (1990). "The effect of audit structure on the audit market."  
Journal of Accounting and Public Policy 9(3): 197-215. 
  
McMeeking, K. P., P. F. Pope, et al. (2000). "UK evidence of auditor brand name and  
industry specialisation." 
  
Minyard, D. and R. Tabor (1991). "The effect of big eight mergers on auditor  
concentration." Accounting Horizons 5(4): 79-90. 
  
Mohd, T. and A. A. Iskandar "Audit Market Share and Auditors’ Industry Specialisation:  
effects of different bases of measurement." Asian Academy of Management 
Journal 8. 
  
Moizer, P. (1987). Surrogates for audit fees in concentration studies. 
  
Moizer, P. and S. Turley (1989). "Changes In the Uk Market For Audit Services: 1972  
1982." Journal of Business Finance & Accounting 16(1): 41-53. 
  
O Reilly, D. and J. Reisch (2002). "Industry Specialization by Audit Firms: What Does  
Academic Research Tell Us?" Ohio CPA Journal 61(3): 42-45. 
  
Palmrose, Z. V. (1986). "Audit fees and auditor size: Further evidence." Journal of  
Accounting Research 24(1): 97-110. 
  
Pearson, T. and G. Trompeter (1994). "Competition in the Market for Audit Services:  
The Effect of Supplier Concentration on Audit Fees*." Contemporary Accounting 
Research 11(1): 115-135. 
  
 
Pong, C. K. M. (1999). "Auditor concentration: a replication and extension for the UK  






Shepherd, W. G. (1997). The economics of industrial organization: analysis, markets,  
policies, Prentice Hall. 
 
  
Sirois, L. P. (2009). Auditor size and audit quality revisited: the role of market size and  
legal environment, University Of British Columbia. 
  
Takiah, M., M. Ruhanita, et al. (2000). "Audit Market Concentration and Auditor’s  
Industry Specialisation: An Empirical Evidence in Malaysia." Utara Management 
Review 1(1): 93-112. 
  
Tonge, S. D. and C. W. Wootton (1991). "Auditor concentration and competition among  
the large public accounting firms: Post-merger status and future implications." 
Journal of Accounting and Public Policy 10(2): 157-172. 
  
Willekens, M. and C. Achmadi (2003). "Pricing and supplier concentration in the private  
client segment of the audit market: Market power or competition?" International 
Journal of Accounting 38(4): 431-455. 
  
Wolk, C. M., S. E. Michelson, et al. (2001). "Auditor Concentration And Market Shares 
In The Us: 1988-1999 A Descriptive Note* 1." British Accounting Review 33(2): 
157-174. 
  
Wootton, C., S. Tonge, et al. (1994). "Pre and post Big 8 mergers: Comparison of auditor  
concentration." Accounting Horizons 8: 58-58. 
  
Yardley, J. A., N. L. Kauffman, et al. (1992). "Supplier behavior in the US audit market."  
Journal of Accounting Literature 11(1): 151–185. 
  
 
 
 
 
